
Internal Revenue Service 

memorandum 
dstc: SEP 26 1991 

toi District Director, Hartford, CT 

Attention: Xc. Jams L. Russo, Revenue Agent 
from: Chief, CC:CiXP:3 

+I cccccqfi. 

ubja: R.eqUSt fOrlk&IiCdlAchri~ - 
TR-32-00120-91 Y*rr(r) or pricd(rl involved: 

m Attached is our memorandum In response 10 ywr requcfl for Uchniol advice in the case 
dcvribcd above. 

q Case nn~rned for tunher development. Gee remarks belowl. 

The mrcfwd memorandum came within tic tcope of stction 6110 of the Code and will 
rcordinply be made open to public inspection in the National Office Public Reading Room. 
This will normally ocar 7590 dry; after the date of mailing of the enclosed “Nofice of 
Intention to Disclose.” Please KC IRM 4550, which dihsser the procedvres to k followed 
in furnirhinp the taxpayer with various doamentr and advising the National Office of the 
commwxement of this 7590 day period. 

A mpy of this transmittal memorandum should not be furnished the Uxpwer. 

AllDdrllW”tX 
Cepv of this memorandum 
Original ad two mpies of Tedmiul Advice memorandum 
Copy of Technical Advier memorrndum edited for 6110 purpo~er 
Copy of Notion of Intention to Disclose 
bpy of Trchniul Advice drtinp tidulr 
Submitting offira ewe file (if any1 
Distribution: Copy of each memoran&m to: (Check rppr&rinc blocks) 

0 ARC (ExaminationI Rcpion 0 Rep. Dir. of Appeals. 

q CP:E:E:E 0 CP:AP 

Repion 

This form isnot to k uted to transmit Tedmicrl Advier memorandums involving civil fraud. criminal 
hvntigttionr. or jeopardy or termination l we~~ments. SC IRM ill)1 llZJ5:16). 

08595 



Internal Revenue Service 
memorandum 

date: SEp 2 6 1991 

to: District Director, Hartford, CT 

from: Chief, CC:CORP:3 

subject: Attachment to transmittal memorandum 

TR-32-00120-91 

The accumulation of ear  ------ ----- --------------- -- t  -----
earnings to shareholders   - ---------   -------- ---------------- -------------1) 
(i.e.   --------- --- --------- (ll---------------- ----- ----------- --- ---------- ----
("  ----------- -----  ------ -------- --- int  ------ --- -------------- ---- same 
co------------   -------- --------------- ("----------------- appears to be the 
alter ego of ----------- ----- ---------On--- -------------- SerViCe Co.. I 
Commissioner, ---- ----. 423 (1974), aff'd &z curiam, 546 F.2:"42;' 
(4th Cir. 1976), cert. denied, 431 U.S. 914 (1977)) raises 
certain concerns that may merit additional consideration: 

(1) 

(2) 

(3) 

Accumulated earninqs tax.   -------- paid dividends fro  -------
to   -----, but did not pay an-- -------nds in   ----- and ------- ---
anti------on of the merger. Section 531 e-- --q of ----- Code 
may apply to this accumulation. 

plvidend trcltment of red  ---------- of   ---------s  --------   --------
redeemed   ------ shares of ---------- stock- ------ ----------- in -----
merger. --- ----t of   ---------- ----tinued   ------- -----cipation 
in   -------------- the r------------- of the -------- shares may 
con--------- -- --vidend to   ---------- under --------- 302(d) of the 
Code. 

Dividend trea  ------- --- -edemotion   - ------------ ----- st  ----
Presumably, ------------ ---- received ------------ -------- of ----------
stock through- ----- --------mer. Th-- ------- do not indic----
whether he held this stock at th  ------ --- -he merger. If 
  -------- redeemed this stock from ------------ ---- i  ----- ---------, 
----- --demption may constitute -- ----------- -- ------------ ----
under section 302(d) of the Code. 

If the facts do not support a finding that   ----------- is the 
alter ego of   --------- it should be deterIUlned Wna------ ----- --erger 
qualifies as -- --------e reorganization under section'368 of the 
Code. Qualification of the merger under section 368 will affect 
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whether the   -------- recognizes ga  - ---- -he tr  ------- ----- the 
treatment of ----- --demptions of ----------- and ------------ ----- stock. 

If you have any further questions or would like to discuss 
by this response, please feel free to contact the issues raised 

Lesa R. Byrne6 at Fi'S 566-6212. - 

Chief, CC:CORP:3 
, 

BY 
J&h N. G&ra%imos 
A&&tant to the Chief 
Branch 3 
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